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MEMORANDUM

SUBJECT: Office of Inspector General Hotline Complaint No. 2019-0211

FROM: _ Hotline Coordinator

TO: Craig Ulmer, Acting Assistant Inspector General
Office of Investigations

The hotline of the U.S. Environmental Protection Agency’s (EPA’s) Office of Inspector General (OIG)

received an email from

alleges that grant fraud took place with

regard
rant monies that the school district received to “replace old school buses with new ones.”
alleges that an engine from one bus was substituted for a nonworking engine, and the

engine that came from the bus was sold to a private shop.

to EPA

We have established EPA OIG Hotline Complaint No. 2019-0211 to document the complaint. I am
referring this matter to your office for whatever action that you deem necessary. Please inform the EPA
OIG Hotline at hwithm the next 5 calendar days that this referral was received.

Feel free to call me at (202)- if you have any questions.

Attachment

Released via FOIA EPA-2022-002960 Page 3 of 147












For the application, a side profile of the bus was provided. It identified the bus as WCSD bus
number 73, as reported. (Attachment 5)

The engine tag provided for the aforementioned bus identified the submitted engine as engine
number 45477672 within Engine Family VCE505D6DAAA, which matches the Engine Family
listed on the application for VIN: _ (Attachment 6)

Also provided to the EPA was the before and after destruction photos of the engine and chassis.
(See MOA - Review of 2016 Rebate Program Documents) The before and after photos of the
engine show a blue and white metal plate visible with a US patent number, assembly, and serial
numbers that appear to match each other, but does not show the engine tag. (Attachment 7)

A scrappage letter was provided, signed by [l stating the bus was disposed of on August
16, 2017, in accordance with the program requirements. In this letter, the bus engine was listed
as a 1994 model. (Attachment 8)

Nothing further.

Attachments:
1. Email from WCSD Transportation Director, dated November 2016.

2. WCSD Application, dated October 31, 2016 for a 1994 engine model.

Application.pdf
3. Title and Registration for the 1998 model bus, VIN S SIS

Title and
Registration .pt

4. Picture of Bus VIN

VII\-PG

5. Profile picture of bus number 73.

CASE: INTERVIEWEE (if applicable):
OIl-DE-2019-AFD-0066
DATE OF ACTIVITY: DRAFTED DATE: AGENT(S):
October 24, 2019 October 24, 2019 g |
RESTRICTED INFORMATION This report and any attachments are the property of the EPA Office of Inspector General, Office of Investigations and is
Page 2 of 3 loaned to your agency. It and its contents may not be reproduced or disclosed without written permission. This report

contains information protected by the Privacy Act and is FOR OFFICIAL USE ONLY. Disclosure of this report to
unauthorized persons is prohibited. See 5 U.S.C. 552a.
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UNITED STATES ENVIRONMENTAL PROTECTION AGENCY
OFFICE OF INSPECTOR GENERAL

1595 WYNKOOP STREET
DENVER, CO 80202

CASE #: OI-DE-2019-AFD-0066 CROSS REFERENCE #: 2019-0211
TITLE: WASHINGTON COUNTY SCHOOL DISTRICT, ST. GEORGE, UTAH
INTERVIEWEE (if applicable): Interviewee

MEMORANDUM OF ACTIVITY
DOCUMENT REVIEW

NARRATIVE: On October 24, 2019, ||} Special Agent, Environmental Protection
Agency (EPA), Office of the Inspector General, Office of Investigations, Denver, Colorado,
reviewed the National Clean Diesel Rebate Program and Retrofit Funding Opportunity
information received from | MERIIBN. EPA Legacy Fleet Incentives and Assessment Center,
EPA Headquarters, Washington, D.C. The following information was identified:

The 2016 program was a rebate program option under the U.S. EPA’s Diesel Emissions
Reduction Program (DERA) to provide financial assistant to public and private fleet owners for
the replacement or retrofit of older school buses. It allowed for three options:
1. The eligible school buses powered by 2006-year model engines or older were
eligible for replacement.
2. It also allowed for fleet owners to retrofit buses powered by 1994-2006 model
engines with Diesel Oxidation Catalysts (DOC) plus Closed Crankcase Ventilation
(CCV) up to $4,000.
3. The third rebate option was to install fuel operated heaters on the same buses where
the DOC and CCV were installed for an additional $2,000. (Attachment 1).

The program required that each bus being replaced must be scrapped or rendered permanently
disabled prior to the selectee submitting the payment request to the EPA by drilling a three inch
by three inch hole completely through the engine block and cutting the chassis rail in half.
(Attachment 1 page 12).

CASE: INTERVIEWEE (if applicable):
OI-DE-2019-AFD-0066
DATE OF ACTIVITY: DRAFTED DATE: AGENT(S):
October 24, 2019 October 24, 2019 sl
RESTRICTED INFORMATION This report and any attachments are the property of the EPA Office of Inspector General, Office of Investigations and is

loaned to your agency. It and its contents may not be reproduced or disclosed without written permission. This report
contains information protected by the Privacy Act and is FOR OFFICIAL USE ONLY. Disclosure of this report to
unauthorized persons is prohibited. See 5 U.S.C. 552a.
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Washington County School District (WCSD), St. George, Utah, applied for the replacement of
10 buses under this program. The application was signed by the Transportation Director,
. (Attachment 2).

WCSD submitted the reimbursement forms for 10 busses at $25,000 each, $250,000 total, all
under option one. The request was also signed by [l (Attachment 3).

Payment for Rebate Number 14377 to the WCSD in the amount of $250,000 was approved by
the EPA on September 1, 2017. (Attachment 4)

Nothing further.

Attachments:
1. 2016 Program Guide

2016 Program
Guide - 420b16078.¢

2. WCSD Application, dated October 31, 2016.

Application.pdf

3. WCSD Reimbursement Request, dated August 23, 2017.

Payment Request
Form.pdf

4. WCSD Reimbursement Document, dated September 1, 2017.

Payment
Documentation.pdf

CASE: INTERVIEWEE (if applicable):
OIl-DE-2019-AFD-0066
DATE OF ACTIVITY: DRAFTED DATE: AGENT(S):
October 24, 2019 October 24, 2019 sl
RESTRICTED INFORMATION This report and any attachments are the property of the EPA Office of Inspector General, Office of Investigations and is
Page 2 of 2 loaned to your agency. It and its contents may not be reproduced or disclosed without written permission. This report

contains information protected by the Privacy Act and is FOR OFFICIAL USE ONLY. Disclosure of this report to
unauthorized persons is prohibited. See 5 U.S.C. 552a.
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Attachments:
1. WCSD Rebate Application, dated October 31, 2016.

Application.pdf

2. WCSC Fleet Sheet for the DERA application, (updated) September 9, 2018.

Fleet Sheet.pdf
CASE: INTERVIEWEE (if applicable):
OIl-DE-2019-AFD-0066
DATE OF ACTIVITY: DRAFTED DATE: AGENT(S):
October 25, 2019 October 25, 2019 g |
RESTRICTED INFORMATION This report and any attachments are the property of the EPA Office of Inspector General, Office of Investigations and is
Page 3 of 3 loaned to your agency. It and its contents may not be reproduced or disclosed without written permission. This report

contains information protected by the Privacy Act and is FOR OFFICIAL USE ONLY. Disclosure of this report to
unauthorized persons is prohibited. See 5 U.S.C. 552a.
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UNITED STATES ENVIRONMENTAL PROTECTION AGENCY

OFFICE OF INSPECTOR GENERAL
1595 WYNKOOP STREET
DENVER, CO 80202

CASE #: OI-DE-2019-AFD-0066 CROSS REFERENCE #: 2019-0211
TITLE: WASHINGTON COUNTY SCHOOL DISTRICT, ST. GEORGE, UTAH
INTERVIEWEE (if applicable): Interviewee

MEMORANDUM OF ACTIVITY
GRANT REVIEW

NARRATIVE: On April 12, 2019, , Special Agent, Environmental Protection
Agency (EPA), Office of the Inspector General, Office of Investigations, Denver, Colorado,
reviewed the grant information received fromd, EPA Project Officer, Region
8, Denver, Colorado, on April 11, 2019. The following information was identified:

The EPA Cooperative Agreement number DE 96857601was awarded to the Utah Department of
Environmental Quality (UDEQ) for the FY17 Utah National Clean Diesel Program for the period
of October 1, 2017 — September 30, 2019 for a total of $8,165,750.00, wherein 28.17% of the
cost would be awarded at $2,300,000.00. The recipient agreed to comply with current EPA
general terms and conditions as well as the assurances and certifications made as a part of the
award and the terms, conditions, or restrictions cited throughout the award. Recipient also agreed
to comply with the FY 17 Clean Diesel Funding Assistance (DERA) Programmatic Terms and
Conditions.

The grant required evidence that replacement activity is an “early replacement” and would not
have occurred through normal attrition/turn over within three years of the project period start
date. It also required evidence of appropriate scrappage and specification of the model years and
emission standard levels for PM and Nox, for both engines being replaced and the new engine. It
further stated the vehicle, equipment, and/or engine being replaced must be scrapped or rendered
permanently disabled within 90 days of being replaced.

CASE: INTERVIEWEE (if applicable):
OIl-DE-2019-AFD-0066
DATE OF ACTIVITY: DRAFTED DATE: AGENT(S):
April 12, 2019 April 12, 2019 g |
RESTRICTED INFORMATION This report and any attachments are the property of the EPA Office of Inspector General, Office of Investigations and is
Page 1 of 3 loaned to your agency. It and its contents may not be reproduced or disclosed without written permission. This report

contains information protected by the Privacy Act and is FOR OFFICIAL USE ONLY. Disclosure of this report to
unauthorized persons is prohibited. See 5 U.S.C. 552a.
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The preferred scrapping method is designated as, “cutting a three-inch by three-inch hole in the
engine block.” Other acceptable scrapping methods require prior written approval from the EPA
Project Officer. Evidence of appropriate disposal is required in a final assistance agreement
report submitted to the EPA and includes a signed certificate of destruction and digital photos of
the engine tag (showing serial number, engine family number, and the engine model year), and
the destroyed engine block. Scrapped engines and equipment and vehicle components may be
salvaged from the unit being replaced. If scrapped or salvaged engines, vehicles, equipment, or
parts are to be sold, program income requirements apply. The recipient also agreed it will
promptly notify the EPA Project Officer of any problems. (Attachment 1)

The Final Request for Proposal stated the target fleet for the grant are four short-haul, one long-
haul combination trucks, 31 school buses, and 40 short-haul-single-unit trucks, totally 76 on-
highway vehicles. The proposal stated the following: “The vehicles representing this proposal
were determined by eligibility of engine model years, vehicles’ remaining useful life, fleet
owners’ retirement schedules, the condition that they will be taken out of service by destroying
the engine and cutting the chassis, the participants being able to meet the mandatory match
requirements, and location of use.” Listed under this is, “Four engine model year 2000 school
buses owned by Washington School District (WDS) and used for daily routes to transport pre-
school, kindergarten, elementary, intermediate, secondary, and high school students to and from
school.”

Other projects that were evaluated, but not given priority included, “Three school bus
replacements, engine model years 2001, for Washington School District. Not chosen due to their
location outside the nonattainment areas.”

Fifteen school buses, engine model years 1999-2000 will be replaced with new propane school
buses powered by the CARB Low-Nox Cummings engine. Four school buses, engine model
years 2000, will be replaced with the new propane school buses powered by Roush Industries.
“No engine replacements are included in this proposal, only vehicle replacements.”

“WSD’s attrition cycle has been closer to 20 years since their budget decreases as a result of the
downturn of the economy. The buses included in this proposal are scheduled for retirement in
three years.” “The five school districts...will be required though contractual obligation with the
UDEQ to scrap the vehicles included in this proposal by drilling a hole in the engine block and
manifold and cutting the chassis of the old school buses and vehicles. These activities will be
required to take place within 90 days of the replacement. The scrappage activities will be
performed by the participants. Before and after digital photos will document the scrappage of
each vehicle. The digital photos will show the side profile of the bus or vehicle being scrapped,
the VIN plate, engine tag, including the serial number, engine family number, and the engine
model year, as well as the cut frame rails, engine block before and after destruction, and other

CASE: INTERVIEWEE (if applicable):
OIl-DE-2019-AFD-0066
DATE OF ACTIVITY: DRAFTED DATE: AGENT(S):
April 12, 2019 April 12, 2019 g |
RESTRICTED INFORMATION This report and any attachments are the property of the EPA Office of Inspector General, Office of Investigations and is
Page 2 of 3 loaned to your agency. It and its contents may not be reproduced or disclosed without written permission. This report

contains information protected by the Privacy Act and is FOR OFFICIAL USE ONLY. Disclosure of this report to
unauthorized persons is prohibited. See 5 U.S.C. 552a.
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destroyed structural components. An EPA Certificate of Destruction will be required to further
document appropriate destruction occurred.”

The timeline of activities states the following: “August-September 2018: ...Remove from
service and disable four diesel school buses, engine model years 2000, from WSD’s fleet and
place into service four new 2020 propane buses... October, 2018: Quarterly report submitted to
EPA... January, 2019: Quarterly report submitted to EPA...April, 2019: Quarterly report
submitted to EPA.” (Attachment 2)

The fleet sheet lists the following WSD bus information.

1. VIN: ﬁ 2000 Cummings ISB 240 Engine Serial Number:
45957107

2. VIN: SIS HEIIS 2000 cummings ISB 240 Engine Serial Number:
45958836

3. VIN: B SHEIIS 2000 Cummings ISB 240 Engine Serial Number:
45957110

4. viN: [[SIEHEIEIS 2000 Cummings ISB 240 Engine Serial Number:
45958970

All four bus engines are to be replaced with 2018 LPG/Propane. (Attachment 3)

Nothing further.

Attachments:
1. Cooperative Agreement, dated September 28, 2017.

Grant.pdf

2. Final Request for Proposals, not dated.

Final Request for
Proposals.pdf

3. Fleet Sheet, dated April 2017, revised September 19, 2018.

Fleet Sheet.pdf

CASE: INTERVIEWEE (if applicable):
OIl-DE-2019-AFD-0066
DATE OF ACTIVITY: DRAFTED DATE: AGENT(S):
April 12, 2019 April 12, 2019 g |
RESTRICTED INFORMATION This report and any attachments are the property of the EPA Office of Inspector General, Office of Investigations and is
Page 3 of 3 loaned to your agency. It and its contents may not be reproduced or disclosed without written permission. This report
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unauthorized persons is prohibited. See 5 U.S.C. 552a.

Released via FOIA EPA-2022-002960 Page 17 of 147






m transportation department keeps detailed maintenance records on all of its
uses which should include all work orders for that bus, including the one to replace the original
engine several years ago.

Nothing further.

Attachments:
1. Photos and video of engine
(Files are too large to embed and are contained on a disk)

CASE: INTERVIEWEE (if applicable):
OI-DE-2019-AFD-0066
DATE OF ACTIVITY: DRAFTED DATE: AGENT(S):
May 22, 2019 May 29, 2019 sA i
RESTRICTED INFORMATION This report and any attachments are the property of the EPA Office of Inspector General, Office of Investigations and 1s
Page 2 of 2 loaned to your agency. It and its contents may not be reproduced or disclosed without written permission. This report

contains information protected by the Privacy Act and 1s FOR OFFICIAL USE ONLY. Disclosure of this report to
unauthornized persons is prohibited. See 5 U.S.C. 552a.
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Nothing further.

Attachments:
None
CASE: INTERVIEWEE (if applicable):
OI-DE-2019-AFD-0066
DATE OF ACTIVITY: DRAFTED DATE: AGENT(S):
June 19, 2020 June 19, 2020 sA i
RESTRICTED INFORMATION This report and any attachments are the property of the EPA Office of Inspector General, Office of Investigations and 1s
Page 2 of 2 loaned to your agency. It and its contents may not be reproduced or disclosed without written permission. This report

contains information protected by the Privacy Act and 1s FOR OFFICIAL USE ONLY. Disclosure of this report to
unauthornized persons is prohibited. See 5 U.S.C. 552a.
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Bus number 73 had its engine replaced after 1t “blew up” and 1t was no longer
serviceable. The serial number for that engine was provided to EPA for the grant. The transportation
department drilled the required holes in the non-working engine as required by the grant, then took the
functioning engine out of the bus, replaced i1t with the new engine from the grant and sold it to a private

On October 24, 2019, SA reviewed the National Clean Diesel Rebate Program and Retrofit
Funding Opportunity program. The 2016 program was a rebate program option under DERA to provide
financial assistant to public and private fleet owners for the replacement or retrofit of older school buses.
The program allowed for eligible school buses powered by 2006-year model engines or older to be
eligible for replacement; for fleet owners to retrofit buses powered by 1994-2006 model engines with
Diesel Oxidation Catalysts (DOC) plus Closed Crankcase Ventilation (CCV) up to $4,000; to install fuel
operated heaters on the same buses where the DOC and CCV were installed for an additional $2,000. The
program required that each bus being replaced must be scrapped or rendered permanently disabled prior
to the selectee submitting the payment request to the EPA by drilling a three inch by three-inch hole
completely through the engine block and cutting the chassis rail in half.

On October 24, 2019, SA - reviewed the application submitted by the WCSD submitted for the
National Clean Diesel Rebate Program and Retrofit Funding Opportunity rebate. The application stated
all engines in the buses were 2006 models or older. The vehicle identification number in the application
for bus number 73 had two numbers/letters that did not match the registration. The title and registration
described the bus as a 1998 model and the VIN shown a manufacture date of 1997. However, the
application listed the engine as a 1994 model, older than the bus.

On June 29, 2020, S

the engine was a “new,” meaning “unused,” engine at the time
that had sat 1n storage It had never been in a vehicle
but often used for

WCSD, took the
second engine out of the bus, they did not dr 7 red. , 1t was stored until it was
sold and placed on the flatbed truck, still in good working order. The original non-working engine was
taken out of the storage container and drilled for the EPA grant photographs.

On February 10, 2021, the Criminal Assistant United States Attorney (AUSA) for the District of Utah
declined to prosecute this case

On June 14, 2021, the Civil AUSA accepted the case for prosecution.

On April 5, 2022, the WCSD and the Civil AUSAs office entered into a Civil Settlement Agreement
where the WCSD agreed to pay $35,500 in restitution.

RESTRICTED INFORMATION | This report is the property of the Office of Investigations and 1s loaned to your agency: it and its contents may not be
reproduced without written permission. The report is FOR OFFICIAL USE ONLY and its disclosure to

unauthonized persons is prohibited. Public availability to be determined under 5 U.S.C. 552.
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DISPOSITION: The allegation was supported. No additional investigative work is warranted. This
case is closed.

RESTRICTED INFORMATION | This report is the property of the Office of Investigations and is loaned to your agency: it and its contents may not be
reproduced without written permission. The report is FOR OFFICIAL USE ONLY and its disclosure to
Page 3 unauthorized persons is prohibited. Public availability to be determined under 5 U.S.C. 552.
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